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Michigan Deptartment of Treasury
496 (2-04)

Auditing Procedures Report

Issued under P.A. 2 of 1968, as amended.

Local Government Type Local Government Name County

[ city Township [ |vilage [ |Other Mills Township Midiand
Audit Date Opinion Date Date Accountant Report Submitted to State:

3/31/04 5125104 8/2/04

We have audited the financial statements of this local unit of government and rendered an opinion on finessi
accordance with the Statements of the Governmental Accounting Standards Board (GASB) and th L E)G@:’l adf s
Financial Statements for Counties and Local Units of Government in Michigan by the Michigan Departmept opﬂéisubﬁ TREASURY

We affirm that:

1. We have complied with the Bulletin for the Audits of Local Units of Government in Michigan as revisgd

2. We are certified public accountants registered to practice in Michigan. LOCAL aumyT & FINANCE p)
V.

We further affirm the following. "Yes" responses have been disclosed in the financial statements, including the notes, or in the report o
comments and recommendations

You must check the applicable box for each item below.

DYes No 1. Certain component units/funds/agencies of the local unit are excluded from the financial statements.

[:]Yes No 2. There are accumulated deficits in one or more of this unit's unreserved fund balances/retained earnings (P.A.
275 of 1980).

DYes No 3. There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of 1968, as
amended).

DYes No 4. The local unit has violated the conditions of either an order issued under the Municipal Finance Act or its
requirements, or an order issued under the Emergency Municipal Loan Act.

DYes No 5. The local unit holds deposits/investments which do not comply with statutory requirements. (P.A. 20 of 1943,
as amended [MCL 129.91], or P.A. 55 of 1982, as amended [MCL 38.1132]).

[:] Yes No 6. The local unit has been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit has violated the Constitutional requirement (Article 9, Section 24) to fund current year earned
[:]Yes No 7. pension benefits (normal costs) in the current year. If the plan is more than 100% funded and the overfunding

credits are more than the normal cost requirement, no contributions are due (paid during the year).

DYes No 8. The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of 1995
(MCL 129.241).

D Yes No 9. The local unit has not adopted an investment policy as required by P.A. 196 of 1997 (MCL 129.95).

To Be Not
We have enclosed the following: Enclosed Forwarded Required

The letter of comments and recommendations. ‘/

Reports on individual federal financial assistance programs (program audits). v

Single Audit Reports (ASLGU). v

Certified Public Accountant (Firm Name)

Yeo & Yeo, CPAs & Business Consultants
Street Address City State ZIP

6018 Eastman Ave. Midland Mi 48642

et é? Lo | = 8/2 oy
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‘?’YEO & YEO

CPAs & Business Consultants

E

REGEIVES
AUG - 3 2004

To The Township Board

Mills Township

Midland County, Michigan LOCAL AUDIT & FINANCE DIV.

In planning and performing our audit of the financial statements of Mills Township for the year
ended March 31, 2004, we considered the Township’s internal control to plan our auditing

procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control.

However, during our audit, we became aware of several matters that are opportunities for
strengthening internal controls and operating efficiency. The memorandum that accompanies
this letter summarizes our comments and suggestions regarding those matters. This letter
does not affect our report dated May 25, 2004, on the financial statements of Mills Township.

We will review the status of these comments during our next audit engagement. We have
already discussed many of these comments and suggestions with various Township personnel,

and we will be pleased to discuss them in further detail at your convenience, to perform any
additional study of these matters, or to assist you in implementing the recommendations.

7,&04%‘7/@0, C.

Midland, Michigan
May 25, 2004

6018 Eastman Avenue * Midland, MI 48640 « (989) 631-6060  Fax (989) 631-4288

Alma « Ann Arbor « Battle Creek « Flint « Kalamazoo « Lansing « Marlette » Midland » Saginaw



CONFERENCES/CONVENTIONS SUPPORTING DOCUMENTATION

During the audit, we noted attendance at conferences throughout the state. As part of the audit,
we tested a sample of these conference expenses and several registration forms were not kept.

Recommendation

We recommend that copies of registration forms be maintained for all conferences/ conventions
attended by Township Council members and personnel. Due to the nature of these expenses,

it is important to maintain documentation for these conferences for any follow up questions in
the future.

AUTHORIZATION OF INVOICES

As part of our auditing procedures we tested a sample of cash disbursements for proper
authorization. The checks were signed by both the Treasurer and the Clerk. Per Maxine Brink,
they both also review the invoices. The invoices however do not include evidence that both
parties have examined each invoice before the checks are signed.

Recommendation

When signing checks both signers should compare the checks to the supporting documentation
for agreement of payee, amount and other pertinent information when signing the checks and
that person’s approval should also be indicated on the supporting documentation.

CANCELLATION OF INVOICES UPON PAYMENT

Invoices are not properly cancelled once they have been paid.

Recommendation

We recommend the implementation of cancellation procedures for all invoices. A simple way to
accomplish this task is to simply print the word “paid” on each invoice along with the applicable
check number to prevent overpayments.

This recommendation has been implemented.

CHECK STORAGE

While performing the audit, we noticed that procedures to secure blank check stocks were not
adequate. The blank checks are currently stored at the Clerk’s principal residence, but they are
not locked when not used. This could create a potential for asset misappropriation.

Recommendation

We recommend that all blank checks are to be stored in a locked cabinet at all times. Only the
custodian of the checks (Clerk) should have access to this cabinet.

This recommendation has been implemented.



PASSWORDS FOR QUICKBOOKS

Presently only one user name is used for QuickBooks and there is no password.

Recommendation

We recommend that user names and passwords be assigned to all users of the program. This
will help prevent unwanted use and provide a record of who records each transaction. In

addition user access may be limited to specific areas and what types of entries may be made in
order to provide additional control over information on the system.

PRIOR YEAR COMMENTS

INVESTMENT POLICY

Under Public Act 196 of 1997, Michigan law requires that all Townships and other municipalities
adopt an investment policy. Mills Township has not adopted an investment policy.

Although the Township’s current de
recommend that the Townshi
State law.

posits and investments are allowable under current law, we
p Board adopt a formal investment policy to be in compliance with

This recommendation has been implemented.




